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NOTES FROM THE EDITORS 


Readers will note that all the articles in this month’s MR are anonymous. 
This is not a stunt; it is an unfortunate necessity. It is a sad but significant 
commentary on the state of the nation and the world that the three authors 
who contributed to this issue all felt it to be vitally important that their names 
be withheld from publication. 

There are various legitimate reasons for anonymity. Some writers may 
simply dislike publicity. Others may hold official positions which prevent 
them from speaking out publicly on a more or less restricted range of topics. 
By far the commonest reason — and the one which is almost always 
operative in the case of socialists —is the danger of economic and social 
reprisals. 

There are few people in the United States today — it would probably 
be no exaggeration to say there are really none — who can openly express 
socialist views without suffering very real penalties. These penalties are 
inflicted by governments, by private employers, by all kinds of associations 


continued on inside back cover 


| 
= 
| 
f. 


THE ATLANTIC PACT AGAIN 


During the war, many, if not most, well-informed Americans knew 
perfectly well that capitalism had failed in Europe and that a postwar 
attempt to restore the status quo ante would have no chance of lasting 
success. They would have agreed with Professor Harold H. Fisher of 
Stanford when he wrote (during the war) that millions of Europeans 

cannot and will not restore the prewar capitalist democratic 

institutions. To these survivors who have been the underground 
resistance fighters — not those who survived by going abroad 

— the old European capitalism failed. It did not give economic 

security, and it could not prevent the depression. It did not 

preserve peace, failing to oppose, and sometimes even encourag- 
ing Fascism and Nazism, which in the end brought destruction 
and incalculable misery to Europe and all the world. 

The prewar system of capitalism in Europe is identified 
with failure — failure to provide jobs and social security in the 
face of overproduction and failure to prevent war. It is this 
and not communist propaganda that has caused liberated Europe 
to turn to new paths. (America and Russia in the World Com- 
munity, pp. 21-22) 


Nevertheless, American policy managed to restore the status quo 
ante in western Europe. 


The chickens are now coming home to roost. As the long-dreaded 
American slump deepens, western Europe slips gradually into the in- 
evitable crisis. Britain is facing international bankruptcy, with the 
threat of domestic economic collapse in the ofing. Throughout western 
Europe — in Italy as in France, in western Germany as in Spain, in 
Belgium as in Holland — the army of the jobless is growing day by 
day. The Marshall Plan has proven powerless to stem the tide; no 
common measures of defense have been devised; there is only divided 
counsel, confusion, mutual recrimination, a spirit of sauve qui peut — 
and, in the background growing, disillusionment and despair. 

It is this capitalist system — a system already condemned by 
history — that the Atlantic Pact is supposed to shield against aggres- 


sion. It is this system for which the American people are now asked 
to provide the means of self-defense. 
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The threat to the system exists alright. We can see that plainly 
enough in this summer of 1949. But we can also see where the threat 
comes from. And we can see that no military alliances and no moun- 
tains of armaments can possibly exorcise it. 

The Russians must also be able to see all this. If they were ever 
so misguided as to entertain the notion of destroying European capital- 
ism by means of the Red Army, even the most aggressive among them 
must by now have laid the idea aside once and for all. The Russians 
and their allies in eastern Europe and Asia have enough to do for 
many decades to come; why should they waste their substance in at- 
tempting to destroy a system which is patently destroying itself? 

The Atlantic Pact is the crowning achievement of American foreign 
policy. It is one of history’s ironies that the threat to western European 
capitalism against which it might be effective is non-existent, while 
against the threat that does exist it is powerless. 


NO CAUSE FOR SURPRISE 


Because we believe in understatement, we shall describe the spec- 
tacle of Attorney General Tom Clark sitting on the bench of the Su- 
preme Court of the United States as merely something to make decent 
people ill. But no less distasteful are the cries of anguish coming from 
those who supported Truman and the Democratic Party in the last 
election. 

They are dismayed at the choice their candidate has made to fill 
the vacancy left by the untimely death of Justice Murphy. And they 
may well be dismayed that their party has hastened to endorse the 
choice without a trace of serious opposition. Thus, in its issue of 
August 8th, the New Republic, which dumped its editor Henry Wallace 
and jumped on the Truman bandwagon, devotes its lead editorial to 
proving that Clark will probably be a more tragic appointment than 
Truman’s previous selection, Harold Burton, considered by “usually 
objective students of the Court,” to be “perhaps the worst selection in 
the last 100 years.” 

What did the New Republic and the Fair Dealers expect? What 
right had they to suppose that the standard-bearer of a capitalist party, 
in a period like the present, would do other than appoint to the Court 
a man whose chief — and, in the case of Clark, it may be said sole — 
qualification is a faithful subservience to the vested interests of wealth 
and privilege? 

The New Republic and other liberal organs do not help their 
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readers to think clearly about the facts of life by discussing the ap- 
pointment of Clark as though it were the act of a well-intentioned man 
with “a penchant for selecting inferior men for positions of the highest 
national trust.” The staffing of the state apparatus is, after all, a 
serious matter and must be considered in terms of a coherent theory 
of the nature and function of the state. 

Under the Constitution of the United States, the judiciary has an 
extremely important role to play — that of seeing to it that the system 
of social and economic domination by the wealthy minority over the 
laboring majority is preserved intact. Once this is understood, it is 
clear that the appointment of witch-hunting, injunction-loving Tom 
Clark to the nation’s highest tribunal is no cause for surprise whatever. 
The President could, of course, have found some one better versed in 
the niceties of the law, but it would have been difficult for him to find 
any one more unabashedly devoted to the interests and values of the 
American capitalist class. 

In a period when capitalism is in a state of semi-collapse — as 
during the whole decade of the 1930’s — the ruling class finds i» 
necessary to make concessions to the workers and farmers. Under such 
circumstances, a progressive leader like Franklin D. Roosevelt may be 
offered an opportunity to carry out a far-reaching program of reforms. 
Under such circumstances, too, we may get appointments to the 
Supreme Court of men of the stature of Hugo Black and Wiley Rutledge 
and the late Frank Murphy. But in a period when profits are large 
and the Big Boys are riding high, we get appointments like Fred Vinson 
and Harold Burton and Tom Clark. 

That’s the way it is. It would be far better to understand it and 
to work for a change in the system than to whoop it up every four 
years for the candidates of capitalist parties and then be surprised 
and angry when those candidates do what they’re supposed to do. 


THE NATHAN REPORT AND THE AMERICAN LABOR MOVEMENT 


The recession is nearly a year old, and it may soon turn into a 
full-fledged depression. Beyond trying, as usual, to increase expendi- 
tures on war preparations in one form or another, the government is 
not doing much about it — and there is little evidence that it will in 
the near future. 

This is not surprising. Capitalists are still enjoying high profits, 
and they welcome the filling up of the reserve army of unemployed, 
both because it improves their bargaining power vis-a-vis labor as a 
whole and because it puts pressure on the employed to work faster and 
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harder. The government is the capitalists’ government, and it will 
swing into action only when they really begin to get burned. That 
will happen later, and then we shall find plenty of conservatives and 
reactionaries turning into liberals and demanding state intervention “in 
the national interest.” In the meantime, we shall be told all sorts of 
nonsense about prosperity being just around the corner, healthy adjust- 
ments, and so forth and so on. 


In these circumstances the organized labor movement has a ciear 
oa responsibility to enlighten its members as to the true nature of the: 
. economic situation and to prepare them to fight intelligently and effeci- 
ively for their interests in the period of enforced deprivation and hard- 
ship which has already begun. 


. How is the labor movement discharging this responsibility? So far 
‘i as the AF of L leadership is concerned, there is no sign of any special ef- 
fort to do anything. Apparently the AF of L leadership isas confusedand 
helpless today as it was in the closing years of the Hoover Administra- 
tion, when it was still official AF of L policy to oppose government un- 
employment insurance. The CIO, on the other hand, has recognized the 
; gravity of the situation and has brought out, with all the force of pub- 
f licity at its command, a report which contains both a diagnosis of the 

? state of the economy and policy recommendations for the period ahead. 
This report, entitled “A National Economic Policy for 1949,” was pre- 
pared by the well-known economist Robert R. Nathan and was released 
to the public on July 12th. We shall refer to it here as the Nathan 
report, with the understanding that its significance stems from the fact 
that it was written for the CIO and clearly expresses the official posi- 


tion of the CIO. 


In many ways the Nathan report is a first-rate piece of work. It 
marshals and presents a mass of factual material, chiefly of a statistical 
character, with skill, honesty, and firmness. It decisively explodes the 
myth that the recession is a “healthy adjustment,” and points out the 
real reasons why the boom came to an end and the slump set in. We 
differ with the analysis of the report on many points, but despite these 
differences we regard the following summary paragraphs (p. 18) as 
substantially accurate: 


Government expenditures have increased considerably, and 
without this situation business condit:ons would be much more 
adverse. Expenditures for consumer goods and services, es- 
pecially services, have held up quite well. Business expenditures 
for plant and equipment are on the downturn and inventory 
liquidation has begun. Construction activity for private uses 
is lower than a year ago. The excess of exports and income 
from other foreign transactions over imports fell off substant- 
ially for some time but has risen recently. 
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In the later stages of the postwar boom, consumption ex- 
penditures lagged behind the rise in personal income because of 
sharply increased personal savings, especially among the higher 
income groups. The sharp rise in personal savings and in corp- 
orate savings necessarily resulted in consumption expenditures 
increasing at a lesser rate than the national income, and invest- 


ment expenditures increasing at a more rapid rate. This could 
not continue endlessly. 


Here we have the crux of the matter. The boom was created and 
sustained by a rate of capital accumulation (fed by enormous inflation- 
ary profits) out of all proportion to the rate of growth of consumption. 
When the special needs for capital which were the aftermath of the 
war had been largely met, the rate of accumulation began to fall off. 


And, as always under capitalism, when the rate of accumulation falls 
off, the whole economy goes into a tailspin. 


What conclusions does the Nathan report draw from this analysis, 
and what policies does it recommend? 


Generally speaking, the conclusions are that the character of the 
boom, and hence also the inevitability of the bust, were due to “un- 
sound” and “shortsighted” policies on the part of businessmen coupled 
with a failure of government to maintain controls (especially the OPA) 
and to take proper action to check inflation (especially through an 
appropriate tax program). Now that the recession has set in, what 
is needed are policies which are designed above all to increase con- 
sumption: this means lowering prices, raising wages, reducing taxes 
in the lower brackets, and increasing government spending on such 


things as unemployment compensation, old age security, public works, 
etc. 


On the basis of these conclusions, the recommendations of the 
Nathan report are divided into three parts, addressed respectively to 
business, labor, and government. Business is exhorted to grant wage 
increases (“except for severely depressed industries and companies”), 
to lower prices, to raise productivity, and to support positive govern- 
ment programs designed to increase economic activity. Labor is urged 
to “bargain aggressively for wage increases wherever the facts justify 
such increases” (that is to say, where profits will stand the increase), 
to cooperate with management in raising productivity, and to work 
politically for “constructive national economic policies.” By far the 
largest number of recommendations are reserved for government, which 
is urged to start public works, reduce low-bracket taxes, repeal Taft- 
Hartley, increase unemployment and old-age benefits, raise the mini- 
mum wage, assist housing, stimulate private investment both abroad 


and at home, and adopt a program of support for farm incomes 
rather than for agricultural prices. 
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While these recommendations may at first glance appear to con- 
stitute an impressive list, more careful analysis shows that the anti- 
depression policy of the CIO really centers on the wage proposals of 
the Nathan report. It is, of course, ridiculous for the labor movement 
to tell the capitalists what their interests are or how to run their 
affairs. Capitalists are obviously not going to pay higher wages unless 
they have to — that is, unless, everything considered, it seems likely 
to be cheaper to pay higher wages than not to. “Wage increases,” in 
the words of the ultra-conservative Brookings Institution, “as a rule 
are granted only under pressure — exerted by a general scarcity of 
labor or by the power of labor organizations.” (/ncome and Economic 
Progress, 1935, p. 112.) Capitalists do not need to be told by labor 
to take steps to raise productivity; they never stop working on that 
problem. And they will support the kind of government policies they 
want, not the kind labor wants. At best, the Nathan report’s recom- 
mendations to business are an attempt to seem reasonable and to win 
middle-class support; at worst, they help to propagate illusions which 
can only mislead backward elements of the labor movement itself. With 
regard to the recommendations to government (and the admonition to 
labor to work politically for policies of the kind recommended), there 
is nothing in the Nathan report which has not been CIO policy for a 
long time. Throughout the boom period, the CIO has been urging 
governmental action to raise consumption. Nothing has been done 
about it, and nothing is likely to be done about it now — unless and 
until the capitalists decide that they themselves will benefit from some 
such action. The never-to-be-forgotten truth is that so long as labor 
confines itself to giving advice to a government run by capitalist politi- 
cal parties, that advice will be heeded only when the capitalists find 
it in their own interest to do so. 


We are thus left with recommendations to the trade unions on wage 
policy as the heart of the Nathan report. Now, in one sense, there is 
nothing unusual or remarkable about these recommendations. Unions 
regularly try to get what benefits they can for their members, and the 
C1O is doing no more than its elementary duty in assembling data 
to prove that employers can afford to pay higher wages and in urging 
its afhliated unions to get as much as they can. Even the Nathan report’s 
advice to unions not to try for higher wages in the case of industries 
and concerns which are in poor financial condition might be dismissed 
as no more than a necessary concession to the times; for, after all, it 
is obvious that in a period of slump there is no real possibility of 
achieving general wage increases. (This does not mean that we accept 
the so-called “ability-to-pay theory”; on the contrary this theory is 
economically irrational, injurious to the labor movement, and usually 
put forward for purely opportunistic reasons. But it is not a central 
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issue in the Nathan report, and this is clearly not the place to discuss 
its meaning and implications.) 


But the wage recommendations of the Nathan report are a good 
deal more than just advice to the unions about the kind of demands 
they can make and expect to win under present conditions. These 
recommendations are put forward, and almost exclusively defended, 
on the ground that they will combat the recession and, if sufficiently 
generally followed, put us once again on the road to prosperity. It 
follows, of course, that the policies advocated in the Nathan report, 
in the view of its author and sponsors, are not exclusively, or even 
primarily, in the interest of the workers; they are in the interest of 
every one, and only the wicked and the ignorant will oppose them. 
It follows, too, that there are no real conflicts of interest in capitalist 
society; there is only a single national interest shared by every one. 
Through reason and education, we shall all eventually come to under- 
stand the national interest; and from then on we shall live happily 
ever after in an economy of high profits, high wages, and uninter- 
rupted prosperity. 

In other words, what the CIO, through the Nathan report, is trying 
to sell the American workers, and as much of the American public as 
possible, is a simple high-wage theory of prosperity. As usual, this 
theory is accompanied by the enthusiastic acceptance of capitalism and 


the conviction that things would be alright if only every one were well- 
informed and sensible. 


We believe that this theory is wrong, that it has no relation to the 
basic analysis of the Nathan report, and that in the long run it can 
only lead the labor movement to frustration and defeat. 


The fallacy in the high-wage theory lies in its neglect of the fact 
that wages are not only incomes but also costs. Other things being 
equal, a wage increase will raise the consuming power of employed 
workers and at the same time cut into profits and cause capitalists to 
alter their investment plans and hire fewer workers. Both of these 
developments will have secondary effects on the economy, and these 
secondary effects will tend to cancel each other out. Under certain 
circumstances, the net result may be an increase in employment; under 
other circumstances, a decrease. Normally, the net effect will not be 
large and will be impossible to isolate as a separate factor in the 
general economic situation. Thus, for example, if at the present time 
labor should succeed in winning a fourth round of wage increases on 
a wide front, the net result would probably be to slow down the decline 
in consumption and employment to a certain extent but not enough to 


reverse the falling trend of the economy, and certainly not enough to 
restore prosperity. 
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This is in no sense an argument against the struggle of unions to 
raise wages. On the contrary, if they were to abandon that struggle, 
wages would decline and working conditions would deteriorate. An 
increasingly large proportion of the national income would go to the 
capitalists, and the basic instability of the system would be aggravated. 
It is only through militant unions that workers can maintain their 
position under capitalism and secure some part of the continuous in- 
crease in their own productivity which flows from new techniques and 
methods of production. What we are arguing against is the illusion 
that trade unions can, through securing higher wages (assuming that 
they are in a position to secure higher wages), or through any other 
device open to them, overcome the contradictions of capitalism and 
change it into a system which operates in the interest of society as a 
whole. 

Capitalists are not essentially different as human beings from 
workers or any one else. They act as they do not because of any 
special shortsightedness, wickedness, selfishness, or stupidity, but be- 
cause the pressures of the social position they occupy force them to 
act that way. They will not grant higher wages if they can help it, 
and if forced to grant higher wages they will react in other ways 
adverse to the interests of the working class. As long as they control 
the means of production they will also control the machinery of gov- 
ernment and use it in what they conceive to be their own interests, 
not in what some one tells them is the general interest. All this has 
been proved thousands of times by the experience of the working-class 
movements of many capitalist countries. It ought to be elementary, 
the foundation of all trade-union and working-class political thinking. 

But it is precisely all this that is missing from the Nathan report 
and from the official philosophy of the American trade union movement 
which the Nathan report reflects. Instead we find a theory which 
assumes an identity of interests between capitalists and workers, praises 
the system of private ownership and production for profit, and makes 
recommendations which will be laughed at when they are not pitifully 
inadequate to protect the interests of the American working class. 


Every one can learn much from the Nathan report, and every 
socialist and progressive should study it with care. But only the 
capitalists have reason to be satisfied with its conclusions and recom- 
mendations. They will, of course, disagree with the conclusions, ignore 
the recommendations, and fight labor to the extent that it tries to act 
on the recommendations. But they will recognize in it convincing 
evidence that the American labor movement still accepts their system 
and as yet has no idea how to organize or utilize the enormous latent 
power which inheres in the working class of the world’s most highly 
industrialized nation. (August 15, 1949) 
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“ABOLITION OF THE WAGES SYSTEM” 


The working class ought not to exaggerate to themselves the 
ultimate working of these everyday struggles. They ought not to forget 
that they are fighting with effects, but not with the causes of those 
effects; that they are retarding the downward movement but not chang- 
ing its direction; that they are applying palliatives, not curing the 
malady. They ought, therefore, not to be exclusively absorbed in these 
unavoidable giverilla fights incessantly springing up from the never- 
ceasing encroachments of capital or changes of the market. They ought 
to understand that, with all the miseries it imposes upon them, the 
present system simultaneously engenders the material conditions and 
the social forms necessary for an economic reconstruction of society. 
Instead of the conservative motto “A fair day’s wage for a fair day's 
work,” they ought to inscribe on their banner the revolutionary watch- 
word “Abolition of the wages system.” 


Karl Marx 


The practical corrective for all Bolshevist vagaries and illusions is 
patriotic animosity and a law-abiding submission to authority. Warlike 
enterprise and warlike preparation induce a patriotic temper in the 
underlying population, at the same time that they exact a servile obed- 
ience to the constituted authorities. These things, therefore, may be 
counted on to divert the underlying population from spending thought 
or sentiment on those grievances which make for a Bolshevistic frame 
of mind. And just now there is no other way to accomplish that 
pur pose. 

Thorstein Veblen 


If there is one thing we love more than another in the United 
States, it is that every man should have the privilege, unmolested and 
uncriticized, to utter the real convictions of his mind . . . We have for- 
gotten the principle of our origin if we have forgotten how to object, 
how to resist, how to agitate, how to pull down and build up, even to 
the extent of revolutionary practices, if it is necessary to readjust 
matters. 

Woodrow Wilson 


137 


| 
—e — 


BRITISH LABOR AND SOCIALISM 


BY A BRITISH SOCIALIST 


Part I: Past and Present 


It is just four years since the British Labor Party won office, 
along with the political power that follows from a great majority 
in Parliament. In these years, it has enacted most of the legislative 
program outlined in its 1945 electoral manifesto, Let Us Face the 
Future. It has sought to expand both production and exports to 
meet the continuing gap between Britain’s rescurces and her over- 
seas spending on raw materials, manufactured goods, and military 
commitments. On the other hand, the Labor Party has felt obliged 
to develop a foreign policy very different from that foreseen in 
1945. Steady estrangement from the USSR and the countries of 
eastern Europe, as well as from those sections of the international 
working-class movement which are under Communist leadership, has 
been paralleled by increasing acceptance of western European unity 
and of the main lines of American foreign policy. The cold war 
of today is the precise opposite of the policy of friendly and 
mutually beneficial collaboration between Britain and the Soviet 
Union which, the electors were told four years ago, would be 
destroyed by a Tory victory but fostered if Labor won. 

As Britain enters another election year, it is pertinent to ask 
certain questions: How far has the Labor Party carried the nation 
toward socialism? How much further does it propose to go if re- 
turned to office for another five years? Are the undoubted short- 
comings of its present and future programs due to physical] and 
political conditions beyond its control or to weaknesses inherent 
in its conception of democratic socialism? 

Definitions are important. What the Labor Party means by 
“socialism” is not what a Marxist means. Since the Labor Party re- 
jects both the Marxist theory of society and the Marxist technique 
of transforming capitalism into socialism, it falls back upon its 
own social philosophy. This social philosophy, though it has much 
in common with European social democracy, has certain unique 
features which are the product of Britain’s special political and 
economic history. 


This is the first of two articles on socialism and the British Labor Party. 
The second will discuss the draft for a new party program, published 
earlier this year. 
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The Labor Party, though socialists participated in its formation, 
was not founded as a socialist movement. In its origins, at the 
beginning of this century, it was a political arm of the growing 
trade union movement, designed to secure specific legislative conces- 
sions through political action independent of the then-dominant 
Liberal Party. Marxist and syndicalist elements of the working- 
class movement, for distinct but equally sectarian reasons, dis- 
couraged the most militant and class-conscious workers from joining 
the Labor Party, the former denouncing it as an instrument of 
reformist unionism and the latter deriding it as a futile chase after 
the will o’ the wisp of parliamentary power. 


This left the field wide open for the Independent Labor Party, 
led by Keir Hardie, through which individual socialists affiliated to 
the Labor Party in much the same way as a trade unionist afhliated 
through his union, and for the small but very influential Fabian 
Society. The Fabians, dominated by Shaw and the Webbs, provided 
the new party with a theoretical rationale, based upon an extension 
of classical economics, and with the technical data needed by a party 
which was to lay great stress upon specific and limited reforms in 
national and local government. Only after 1918, when Labor emerged 
as the only serious alternative to Tory rule, did the party nominally 
commit itself to the establishment of a “Socialist Commonwealth”— 
the ultimate nature of which has always remained as vague as the 
steps required to realize it. 


Insofar as the Labor Party has a theory of society, it is Fabian. 
The state is looked upon as merely the machinery of government, 
neutral in character, at the disposal of any group commanding a 
majority in Parliament. It follows from this view that any effort to 
change society must take the form of seeking an electoral majority. 
both in Parliament and in the multitude of local authorities. The 
early Fabian opinion was that there was no truth in the Marxian 
theory of inevitable capitalist crisis. Though forced by events to revise 
this attitude, the Labor Party still lays much greater stress on the 
moral inequity of capitalism and on its specific failures (for example 
in the coal industry) than upon its long-term contradictions. Reform, 
it believes, can cure the ills of capitalism by painlessly transforming 
it. This transformation can take place piecemeal, by patching and 
replacing the worn parts of the system, without encountering any 
serious political or economic difficulties. Even if, by an unfortunate 
mishap, the work of a Labor Government should be interrupted by 
defeat at the polls, there would be little danger that the forces of 
reaction could uproot its real achievements; and the work of social 
reform could be resumed later when another period of office presented 
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the opportunity. This perspective, of course, rests on the belief that 
the differences dividing Labor and Tories are not so great in principle 
that their alternation in office might prove disastrous. 

Now if Labor Cox can alternate with Tory Box, under the rules 
of the parliamentary game, strict limits are clearly placed upon the 
speed and extent of social change. The essence of parliamentary 
democracy, historically, has been the agreement of major parties upon 
fundamentals and their division over details. Once a cleavage takes 
place upon fundamentals—which would certainly happen if the 
greater part of the British economy were brought under comprehen- 
sive socialist planning—the traditional two-party system is bound 
to encounter serious trouble. Yet the Labor Party, as a party, has 
never faced this dilemma—though Harold Laski, G. D. H. Cole, Sir 
Stafford Cripps, and other socialist intellectuals have discussed it in 
the past. The reasons for this are complex. Partly they stem from 
the fact that the Labor Party, as its leaders have so often said, would 
rather maintain parliamentary democracy than establish socialism if 
it were driven to make a choice; partly, they reflect the Fabian 
theory, still firmly held by the party, that the steady accretion of 
reforms, far from running into difficulties, will gradually sap the 
strength of capitalism and lead to the automatic establishment of 
socialism. 

With this outlook, Labor cannot and does not anticipate a drama- 
tic climax, a moment when political power passes into new hands and 
a new social order begins. Rather, some day, Britain, looking back- 
ward, will realize that it has been legislated into a socialist paradise, 
but the moment of arrival will have passed unnoticed. For this very 
reason the Labor Party is unable and unwilling to specify either the 
methods of transition to socialism or the anticipated character of the 
Socialist Commonwealth. It is for this reason, too, that the Labor 
Party insists upon its “national” character. wooing the middle class 
and denying any intention of giving to the workers any greater voice 
than their numbers entitle them to. For if the essence of socialism 
is an ever-widening horizon of social reform, any rational man may 
be persuaded to march toward it, whatever his social origin or status. 


The most striking practical illustration of the Labor Party’s 
attitude can be found in Let Us Face the Future. This document, 
which was at once a general campaign platform and the outline of the 
legislative program of the Labor Government, does not differ essen- 
tially from the draft program outlined by the present Prime Minister, 
Clement Atlee, in a book (The Labor Party in Perspective) published 
in 1935. The items included in the two programs, as well as the 
relative priority accorded to them, are virtually the same. This can 
be accounted for partly by the hurried preparation of the 1945 elec- 
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tion platform; partly it reflects the absence of any serious new 
consideration of Labor’s primary objectives, which in turn would 
have required an analysis of changes in Britain’s economic and politi- 
cal position as a result of the war and at least some attempt to 
relate the temporary program to a long-range strategy. 


The truth is that as long as the Labor Party maintains its present 
“pragmatic” approach, the development of such a strategy will 
remain a virtual impossibility. By trotting out in 1945 the same 
proposals that had long been doing duty in one guise or another, 
the Labor Party showed its basic inability to make a fresh 
appraisal of British society. And the point was driven home in 
1948 when the party’s research department, realizing that a new 
election was in the offing, set frantically to work to find suitable 
items for inclusion in a new program. The legislative program 
which has comprised the agenda of the present Parliament had 
become so familiar through years of opposition that virtually no 
thought at all had been given to what was to succeed it. Hence 
the new program, Labor Believes in Britain, as we shail see in 
the next article, is not the result of consistently applying a 
socialist theory to contemporary British and world conditions, but 
rather a marriage of ambiguity with compromise, put together of 
proposals designed to satisfy (if not to please) as many pressure 
groups in the party as possible. 

But all this does not mean that the Labor Government has 
accomplished nothing in its four years of office. On the contrary, 
its achievements have been considerable and all the more remark- 
able because the government, faced with a series of dilemmas, has 
sought to overcome them by means of policies which have often 
been mutually contradictory. 

These dilemmas go to the heart of the problem confronting 
the Labor Party. The government wanted to raise the standard 
of living and improve the social services; at the same time, how- 
ever, it wanted to increase Britain’s capacity to compete in world 
markets. It wanted to bring a number of important industries and 
services under public ownership and management and yet, in the 
interests of higher overall production, to stimulate the maximum 
effort by the private sector of the economy (still more than 
four-fifths of the whole). It wanted, genuinely, to advance self- 
government in the Empire, though not as rapidly as the colonial 
peoples wished; on the other hand, the exigencies of Britain’s 
economic position called for an expansion of colonial production, 
while military strategy demanded the retention of key territories. 
(The armed struggle against Communism in Malaya, for instance, 
becomes more intelligible when it is realized that, along with 
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African cocoa, Malayan tin and rubber are fully as important in 
bringing in dollars as all of British industry.) The Labor Govern- 
ment also realized that the home economy needed manpower and 
relief from the burden of maintaining large armed forces, if any 
spectacular advances in output were to be secured. Rapid demobiliza- 
tion and a strict limitation of overseas military obligations were 
indicated. Yet the widening gap between East and West, in which 
Britain played a leading part, inevitably threw an ever-growing 
strain upon Britain in the form of military and quasi-military 
expenditures. All of these dilemmas were compounded by the condi- 
tions attached to financial aid from the United States. The immediate 
interests of Britain demanded bilateralism and barter in foreign trade, 
but the Americans imposed as a condition of financial assistance a 
fairly rapid return, at least in principle, to multilateralism. 


Labor’s positive achievements, therefore, have been continually 
threatened by the Government’s simultaneous pursuit of opposing 
objectives. Take, for instance, the question of social security. Here the 
positive achievements have been enormous. But universal free medical, 
dental, and optical care and extended pension, sickness, and unem- 
ployment benefits have all thrown a heavy burden on the Treasury 
and on costs of production (since employers make a substantial 
contribution which is ultimately reflected in higher prices). Food 
subsidies and expanded educational facilities swell the financial 
burden. This excellent program of overdue social reforms takes a 
substantial part of the 40 percent of the national income which is 
now absorbed in one way or another by the state. If redistribution 
of the national income is an index of socialism, as some Labor 
leaders seem to believe, then, superficially at least, considerable 
progress has been made. Yet there is some substance to the Tory 
claim that the social reform program has been partly responsible 
for pushing export prices up to a point where British goods are 
pricing themselves out of the market. So far, Sir Stafford Cripps has 
managed to counter this argument by continued austerity in the 
consumption field, insisting that higher productivity, which must 
precede further gains by the ordinary consumer, provides the only 
sure guarantee against drastic cuts in the social welfare schemes. 
Britain, he stresses, is living above its income. And he somehow gives 
the impression that he has only with reluctance accepted the reforms 
which some of his colleagues believe to be either politically or 
morally required of them. 

These social reforms are undoubtedly progressive measures and 
stand to Labor’s credit. But it is important to recognize that, in 
themselves, they represent only an advance in degree and not in kind 
over previous accomplishments in this field. Their significance is 
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perhaps greater today because no other party would introduce them 
in Britain’s present reduced economic circumstances, but they are 
nonetheless the direct extension of middle-class liberalism. They are 
vulnerable both to economic crisis and to changes in political control 
at Westminster. They throw a strain on the system of private enter- 
prise, but they do not abolish it—any more than death duties, by 
wiping out large fortunes, or heavy taxation of incomes, by forcing 
the rich to live on capital, will painlessly eliminate capitalism from 
the scene. Making life difficult for capitalism is not the same thing, 
by any means, as transforming it into socialism, though the two are 
frequently confused in the Labor Party today. 


The second great dilemma faced by Labor is to justify and 
implement nationalization—to which the party is traditionally com- 
mitted—without creating disastrous anxiety among the remaining 
private enterprisers. The party’s justification of nationalization has 
been twofold: first, the industries concerned are vital to the national 
economy; and, second, they have been allowed by their previous 
owners to fall into such a state of disorganization or decay as to 
require reconstruction and capital investment on a scale which is 
beyond the reach of private enterprise. No high-ranking Labor leader 
today argues that any industry should be taken over by the state as a 
political measure conceived as part of a coherent plan to remove the 
main levers of power from the present ruling class. On the contrary, 
any industry which is prosperous and efficient by normal capitalist 
standards is given every encouragement by the state—together with 
an occasional display of moral indignation about the abuses of 
monopoly. 


Thus Labor has steadily acquired, for the people, a collection 
of industrial white elephants ranging from the coal industry, which 
was rapidly approaching bankruptcy and dereliction, through the 
railroads, where excessive compensation to former owners has saddled 
the industry with uneconomic overheads, to the gas and electric 
services, which were already under quasi-public management. The 
nationalization of the Bank of England was a sentimental formality; 
the state airlines will require years of expensive investment before 
they can possibly pay their way; the cable companies are financially 
insignificant. Only iron and steel, which have not yet been actually 
taken over and about which considerable hesitation has been shown, 
are vital to British capitalism. The losses incurred by the other 
nationalized concerns, and the large-scale investment they require, 
have been made charges upon the public purse, while the more profit- 
able sectors of the economy have been left in private hands. The 
cynic could well argue that British capitalism has, as a whole, had 
the best of the nationalization bargain, the more so since generous 
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compensation rates have left its rentier income virtually untouched. 

This does not mean, of course, that Labor has left the private 
sector of the economy to its own devices. Apart from direct state 
control over nationalized industries, the whole economy is subject to 
control through currency regulation, import and export quotas, price 
controls, and a variety of other devices. But the purpose behind all 
these controls has been to maximize production and indirectly, since 
the profit incentive must be the carrot for the capitalist donkey, to 
maximize profits. 

In a sense, it can be said that the success or failure of the Labor 
experiment depends upon British industrial recovery. When American 
financial assistance comes to an end—and perhaps long before— 
Britain must either greatly expand exports or else curtail imports of 
food and raw materials, with a consequent decline in industrial 
activity, employment, and living standards. Yet here again there is a 
dilemma. The greatest possible production at the jowest possible cost 
is the obvious economic goal of the government. This is the reason 
for the output drive, for wage-freezing, for new levels of productivity. 
Britain’s income from overseas investment has been drastically reduced 
at the same time that the nation’s standard of living has been raised. 
Obviously, the difference has to come from somewhere, or else the 
gains and perhaps even more must be sacrificed. 

The traditional capitalist solution, again being urged with in- 
creasing frequency, is to lower costs by cutting wages and social 
services. But the Labor Party cannot accept this politically suicidal 
solution—the last Labor Government fell apart and went down to 
defeat in 1931 on virtually the same issue. How, then, can costs be 
cut? How can output be raised? Above all, as “normal” competitive 
conditions return to world markets, and as the increasing pressure 
of American surplus production is felt, can Britain even hope to 
maintain the existing level of exports? It seems that the contradic- 
tions of capitalism, resolutely denied by so many Labor economists, 
are beginning to catch up with the party once again. It seems that a 
capitalist economic policy abroad is incompatible with continued 
social progress at home. And any serious move toward socialism at 
home apparently would require drastic changes in the foreign trade 
and the foreign relations of Britain. Internal and external affairs 
cannot be kept in watertight compartments. 

The Labor Party so far has been unwilling to face up to this 
dilemma. It has been far too ready to place reliance upon temporary 
expedients, fundamentally orthodox in character, and far too reluctant 
to go to the roots of the economic crisis by resolutely extending the 
scope of state economic direction and firmly taking in hand the 
necessary remodeling of Britain’s entire economic structure. We shall 
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return to this fundamental question at greater length in our second 
article. 


Let us now turn our attention to the specific weaknesses which 
have emerged in four years of Labor rule. 

First, there is less serious discussion and understanding of the 
nature of the state than there was even before the war. The Labor 
Party’s passion for neutrality has been carried to ludicrous extremes. 
The government has failed to use the BBC to the limit of its legiti- 
mate powers to explain and interpret even its own moderate policy, 
for fear the Tories should accuse it of unfairly exploiting the public 
monopoly of radio broadcasting. Further, when the government was 
reluctantly persuaded to set up a Royal Commission to investigate the 
British press, it so staffed the Commission with conservatives and 
circumscribed its terms of reference as to ensure that the final report 
(which was published at the end of June) should emerge as a 
triumphant vindication of the present system of press ownership, 
which provides the Tory cause with its most effective propaganda 
organs. In fact it is no exaggeration to say that the British press, as 
at present owned and directed, is one of the greatest obstacles along 
the road to socialism. If the Labor movement did not harbor the 
strangest illusions about neutrality, and even assuming its fear of 
totalitarianism to be so strong as to inhibit any serious interference 
with existing capitalist ownership, it could at the very least develop 
a reputable and popular press network of its own in place of its 
present pathetic mouthpieces. 


The same fear of partiality is shown by Labor’s persistent refusal 
to democratize the armed forces, which are supposedly as neutral as 
the Civil Service, as well as by its reluctance to take any but the 
most belated and half-hearted measures against the House of Lords. 


Similarly, the Labor Party has shown itself to be timid and 
overcautious in the sphere of “extra-constitutional” action. Since the 
theory is that the place of political parties is in Parliament while 
the place of trade unions is in the factories, almost any action by 
either outside its alloted sphere is considered unnecessary and 
intolerable. The trade unions, on the local and national level, have 
been given the difficult task of holding the rank-and-file behind 
austerity and’ the wage-freeze, on grounds of loyalty to “their” gov- 
ernment. No new functions which might impinge upon the traditional 
prerogatives of government or industrial management have been 
given to the unions. Likewise, the task of local Labor Party branches 
has been to keep the electoral machinery oiled, not to undertake 
political campaigns, or to raise the political level of the people. 
or otherwise do anything in the least unorthodox. The spirit of 
enthusiasm and hope so widespread in 1945 has been replaced by a 
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sullen and increasingly dogged defense of government policy by the 
party stalwarts. Anything that does not fit into established patterns 
is looked upon as suspect by the party leadership. The struggle for 
socialism has been watered down to a pattern of speeches and votes 
in Parliament and in the constituencies. 


Second, the realities of nationalization have proved a rude shock 
to the movement. The blueprints, prepared in years past, have not 
worked out according to plan. Public ownership has not proved the 
panacea many hopefully imagined it to be. On the technical side, 
the inheritance of obsolete equipment, bad labor relations, inefficient 
management, poor organization—in fact, the very manifestations of 
decay that were the reasons for nationalization in the first place— 
have remained to plague the new public corporations. Quite apart 
from the very important question whether public corporations, run 
by semi-independent boards made up of technical, union, and 
“public” representatives, are necessarily the best system of public 
ownership and control, it is clear that the existing corporations, 
and especially the Coal Board, have developed serious structural 
weaknesses. The chain of management contro] has proved unwieldly. 
A sharp cleavage between workers and management has served to 
revive demands for industrial democracy—demands which are not 
satisfied by putting senior union officials in prominent positions. The 
unions, anxious to make a success of the nationalization schemes, 
have more and more allied themselves with the directing boards and 
are less and less able to ensure the cooperation of their members. 
This is shown by continual rank-and-file wildcatting—a process which, 
in the recent dispute between the Railway Executive and the National 
Union of Railwaymen, eventually drove the reluctant union leader- 
ship into an official go-slow campaign. Though great progress has 
been made in the mines, and the advances made by the miners both 
in production and in their own living standards have been remark- 
able, still dissatisfaction and apprehension on the part of the men 
are coupled with serious technical difficulties which the Coal Board 
has yet to overcome. In other more-recently nationalized industries 
there has not been enough time for defects to show up clearly but 
already enough experience has been accumulated to require very care- 
ful revision of the method and approach so far employed. Meanwhile, 
the leadership of the Labor Party has used the difficulties which 
have been encountered thus far as an argument against any further 
large extension of state ownership, and as an argument for “digesting” 


what has already been swallowed, if Labor should win another term 
of office. 


Third, the technique of what is called “democratic planning” 
has proved to have serious shortcomings. From the first, the Labor 
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Government has insisted that “the people of a democratic country 
will not give up their freedom of choice to their Government.” 
(Economic Survey, 1947.) Thus planning “must be as flexible as 
possible.” In fact, planning has been conceived more as the setting 
of targets (both for the whole economy and for specific parts of it) 
than as any form of direction. True, the government has had some 
powers of direction, especially in the field of material allocations, 
but in general it has consistently relied upon persuasion to bring 
industry to conform to its objectives. The fact is that planning, in the 
sense of enforcement of an integrated schedule of priorities, cannot 
even be commenced so long as there is no effective central planning 
agency. While the Labor Government has undoubtedly extended the 
scale and scope of state intervention in the economy, it is very far 
from having established decisive control over it. 


Fourth, in a wide range of fields, from education to the owner- 
ship of land and capital, the Labor Party has made important 
concessions to the Right. While it has improved the general educa- 
tional system, it has actually widened the gulf between the regular 
schools and the exclusive schools still maintained for the sons of 
the wealthy. The land has not been nationalized. Instead, the develop- 
ment value of the land has been bought by the state, an ingenious 
device for postponing the day of outright national ownership. While 
taxation is certainly eating into the fortunes of the wealthy, the 
government has shown great reluctance even to consider a capital levy 
or higher corporation taxes; and generally, success in controlling 
wages has been notably greater than success in controlling dividends. 


Fifth, for strategic and economic reasons, Labor has come for- 
ward with proposals for refurbishing the Empire. Where the grant 
of independence could no longer be denied, as in India and Burma, 
great pains have been taken to maintain an alliance with “reliable” 
groups which can be expected to resist the advance of domestic Com- 
munist movements. In Malaya, today of critical importance to 
Britain’s economy, armed force has been used to maintain British 
economic control. In certain key areas, especially the oil-rich Middle 
East, the government’s policy has been to support even the most 
reactionary regimes, because they seem to offer the necessary security 
to fundamental British financial interests. Sections of the party have 
indeed pressed for a more enlightened colonial policy—a pressure 
that has on occasion produced strange discrepancies between words 
and actions—but on balance the colonial record of the Labor Govern- 
ment has been far from socialist. Basically, this is because control 
and exploitation of the colonies will continue to be as essential as 
ever so long as the domestic British economy remains predominantly 
capitalist. 
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Sixth, in the field of foreign policy, the decision of the Labor 
Government to throw in its lot with the United States in the cold war 
against Communism has had far-reaching repercussions. It has meant 
the extension of the party’s traditional anti-Communism into the 
sphere of international relations, thus pitting both the party and the 
government against the USSR and the countries of eastern Europe, as 
well as against all Communist movements throughout the world. 
Maintaining that socialism and totalitarianism are incompatible, the 
Labor Party has increasingly come to deny that Communism can 
establish a socialist society anywhere, a denial which reflects the 
party’s tendency to define socialism exclusively in terms of its own 
history and outlook. This means that its leaders find more in common 
with capitalist democracy in the United States than with, say, the 
new regimes of Poland and Czechoslovakia. By thus accepting, and 
even stimulating, the division of the world into “free” and “totali- 
tarian” spheres, with of course a parallel division of the international 
labor movement, the Labor Party has immensely complicated any 
attempt to analyze its own brand of “socialism.” It has set up 
standards of judgment which have little to do with traditional 
socialist critiques of capitalism. If Communism is an imperialist 
menace to all free societies, and if old-style capitalist imperialism is 
a thing of the past, it follows logically that the struggle against 
Communism has superseded the struggle against capitalism. It also 
follows logically that the attempt to reform British capitalism is a 
matter of less urgency than the establishment of military and eco- 
nomic strength capable of resisting the further advance of Com- 
munism anywhere within the British sphere of influence. 

Lastly, although the Labor Government has done more than any 
of its predecessors to keep the public informed of its plans and 
operations, by means of excellent statistical reports and economic 
surveys, backed up by general propaganda, it has done little or noth- 
ing to stimulate the political education of the labor movement. The 
more pragmatic its policy becomes, the more it fails to provide its 
members with a coherent theoretical background, thus reducing them 
to the level of mere election workers. 


(To Be Concluded) 
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BY HISTORICUS 


Apologists for the bitter campaign being waged by this country 
against the spread of socialism in the world usually defend the 
aggressive foreign policy of the United States by denouncing Soviet 
“imperialism” and by pointing to Russian expansion since the end of 
the war. 

Insofar as this argument is not merely a disingenuous device for 
obscuring the real motives and aims of the American government, it 
displays a complete lack of even that degree of historical sense which 
we have come to expect from the clearest and most honest ideologists 
of the ruling class. Unable to comprehend social and _ political 
processes (including even the rise to power of the capitalist class 
itself), bourgeois publicists long since took to attributing all revolu- 
tionary developments to sinister plots and machinations. Since there 
was no socialist state that could be blamed for the Russian Revolu- 
tion, this world-shaking event was “explained” by the evil designs of 
Hindenburg’s General Staff which allowed Lenin and other Bolshevik 
leaders to enter Russia during World War I. The great popular 
uprising of the Chinese people and the revolutionary awakening which 
is sweeping most colonial countries today are interpreted as the 
consequence of Russian intrigues in the Far East. The stubborn, 
heroic struggle of the Greek guerillas against the fascist government 
in Athens is set down to interference in Greek affairs by Greece’s 
northern neighbors. The French and Italian Communist parties subsist 
on Soviet subsidies. The rising influence of Communism in Japan is 
the work of Russian spy rings. And so it goes. 

The same “analytical technique” is used in the press, in learned 
publications, and in the halls of Congress to explain the social 
revolution that is taking place in eastern and southeastern Europe. 
The assumption is made, implicitly or explicitly, that it was solely 
because of Russian intervention that these countries have entered the 
road to socialism, that in the absence of pressure from Moscow, 
eastern Europe and the Balkans would have developed into capitalist 
democracies of the Anglo-American type. 

How does this assumption stand up in the light of history? 

At the outbreak of World War II, eastern and southeastern 
Europe was still an economically backward region. Feudal hindrances 
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to the growth of industry and to a more complete and rational 
utilization of productive resources (both material and human) 
blocked the path of progress. The feudal aristocracy and its political 
representatives exercised effective control over government, administra- 
tion, army. Policies at home and abroad were to a large extent under 
their sway. 

The bourgeoisie, on the other hand, was far from the dominating 
position it had long since attained in western Europe and the United 
States. Never having fought and won the historic battle against 
feudalism, it became corrupted and corroded. The “captains of busi- 
ness,” accommodating themselves to feudal society, to the values and 
standards of aristocrats or semi-aristocrats, rapidly developed into 
monopolistic, parasitical “economic royalists.” Liberalism, democracy, 
social and economic progress—in short all the ideals that inspired 
the bourgeoisie of western Europe in its historic victories—remained 
in eastern Europe the convictions of the “lunatic fringe.” They made 
virtually no impression on the labor movement which consisted in 
the main of relatively small groups under the influence of ultra- 
radical doctrines and drew support from the poverty-stricken and 
stagnating masses. Although organizationally very much weaker than 
the labor parties of western Europe or the trade unions of the 
United States, the eastern European labor movement, in view of its 
revolutionary tendencies, was regarded by the property-owning classes 
as a greater threat to the existing social order. 


Fear of revolution drove the bourgeoisie into the arms of the 
aristocracy, and this very alliance became the main roadblock to 
social and economic progress. To create the necessary conditions for 
industrial development and a higher standard of living, the bourgeoisie 
would have had to open a frontal attack on the feudal positions in 
the economy and in the state. But such a course was looked upon 
as inviting certain disaster. The discontented masses could (or would) 
use a bourgeois-feudal quarrel for their own purposes and, instead 
of supporting a struggle for limited bourgeois objectives, push the 
revolutionary process to its ultimate conclusion in the overthrow of 
the entire existing order. The transition from February to October 
in Russia was too vividly in the memory of the bourgeoisie; the 
concept of “permanent revolution” had a painfully real, meaningful 
sound. 

The bourgeoisie, economically tied up with the aristocracy, poli- 
tically weak and disoriented, capitulated before the forces of the 
“ancient regime.” The terms of the surrender were entirely dictated 
from the feudal side. In exchange for economic concessions, some of 
relatively minor significance, the bourgeoisie submitted to domination 
by the feudal elements and entrusted to them the task of defending 
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the existing social system. This “compromise” wiped out the basis of 
any possible liberal movement, emasculated the ideology of democracy 
and progress, and nullified the bourgeoisie as a political force. In 
this fashion the mechanism by which the labor movement (and also 
the peasant movement) could be successfully integrated into capitalist 
society was totally destroyed. Both workers and peasants were in- 
exorably pushed toward political independence and _ revolutionary 
radicalism. 

But in many ways the most important result of this failure of 
the bourgeoisie to assume and assert leadership in the direction of 
progress was economic stagnation. Feudal control over agriculture 
prevented its modernization and mechanization. State-supported mono- 
polies sharply limited the possibility of starting new enterprises. The 
fact that a large slice of the national income accrued to aristocratic 
absentee owners given to conspicuous consumption and waste deprived 
the economy of badly-needed investable savings. The expansion of the 
productive equipment of the economy lagged behind the rapidly- 
growing population. With average productivity improving very siowly, 
if at all, per capita income was at best stagnant, at worst actually 
declining. 

Fear breeding what is feared, this economic impasse accentuated 
popular discontent (frequently despair) and broadened the political 
base of the revolutionary movement. Having “sold its soul to the 
feudal devil,” the bourgeoisie became increasingly impotent; afraid 
of the people, it submitted more and more to feudal blackmail; being 
exposed to and increasingly accepting feudal ideologies and modes 
of thought, it lost the capacity for rationality and fell an easy prey 
to fascist and semi-fascist doctrines; having consented to the abolition 
of even outward semblances of democracy, it accepted and began to 
justify military dictatorships wholly or partly fascist in character. 
To an ever greater extent the maintenance of the social status quo, 
combined with attempts to direct popular energies from domestic 
rebellion to foreign adventure, became the content of all political 
efforts of the ruling alliance of social forces. 


That these conditions could not last forever was obvious to all 
unprejudiced observers. During the entire inter-war period, social and 
political antagonisms throughout eastern and southeastern Europe 
grew increasingly tense. The “solution” which proved equally accept- 
able to both wings of the ruling coalition was nationalism and 
militarism. They provided an ideology that could be “sold” to the 
masses; they supplied the justification for the maintenance of an 
armed establishment which in turn gave jobs and prestige to the 
aristocratic elements; and—last but not least—they furnished a good 
excuse for large state subsidies to big landowners and “big” busi- 
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ness, which were to assure the military strength of their nations. At 
the same time, however, militarism aggravated the fundamental struc- 
tural crisis of the economy by diverting resources badly needed for 
productive investment to unproductive purposes. 


Gradually the fear of social revolution developed into an obses- 
sion. Since the regimes based on the unholy alliance of aristocracy 
and bourgeoisie needed the psychology of danger to maintain them- 
selves in power, they systematically cultivated fear and used it as an 
excuse to step up military preparations. Simultaneously, as conditions 
deteriorated and the inadequacy of the existing social order became in- 
creasingly apparent, the influence of the underground Communist 
(and peasant) parties grew steadily greater. Measures of terroristic 
repression against the opposition only served to increase its populari- 
ty, if not its active numerical strength. 


The years of war and Nazi occupation did nothing to strengthen 
the forces of liberalism and democracy in eastern and southeastern 
Europe. The bourgeoisie, terrified at the Bolshevik menace, made the 
last fatal step in its political and ideological “retreat.” In many 
places and on frequent occasions it entered into an alliance with 
the German invader. Regarding cooperation with Germany, with the 
preservation of at least some private property, as preferable to 
national liberation, with possible socialization of all means of produc- 
tion, the bourgeoisie all but invited the latter solution. Permeated with 
Quislings, Pavelichs, Anders’s of all shades and colors, the bourgeoisie 
renounced any possibility of becoming the standard-bearer of na- 
tional liberation. Already compromised during the inter-war period and 
unable to offer either moral or ideological guidance toward a progres- 
sive society, liberal democracy hardly even entered the post-war 
contest of social forces. As in the earlier period, it quickly yielded 
power to the property-owning classes and relied on the latter to 
suppress the danger of a Communist revolution. Greece is the clearest 
example of how this process worked out in practice. 


It is, of course, possible that without (direct or indirect) Soviet 
intervention, the pattern of events in Greece would have been realized 
everywhere. The local Communist parties (with the possible exception 
of Yugoslavia) might have been unable to secure and retain power 
against a combination of all property-owning classes aided, as it was 
in Greece, by the western capitalist countries. With Russian assistance, 
on the other hand, their victory was greatly facilitated; they were 
able to carry out social revolutions—‘“from within, from without, and 
from above”— that completely overthrew the prewar social structure 
of all the eastern and southeastern European countries except Greece. 
Nevertheless, though Soviet help was important, it is necessary to 
remember that the local Communist parties could achieve this result 
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only because social and economic conditions were thoroughly ripe for 
revolution, because the forces of conservatism were corroded and de- 


moralized, because the alternative was political fascism and economic 
stagnation. 


The Communist dictatorships established in eastern and south- 
eastern Europe since the war face problems essentially similar to 
those that confronted the Russian Bolsheviks when they took power 
in 1917. While ideologically, as well as by social background, com- 
mitted to a program of socialist revolution, they actually find them- 
selves in the position of having to solve problems which historically 
were the problems of the bourgeois (anti-feudal) revolution. The 
resulting conflicts are at the bottom of current political struggles in 
the countries of popular democracy. The abolition of feudal land 
ownership, for example, leads to the strengthening of the class of 
small property-owning peasants who are normally strongly opposed to 
socialism. The urgent necessity for industrial development requires the 
utmost possible accumulation of capital, which in turn is in conflict 


with the short-run interest of labor in immediately higher wages 
and better working conditions. 


In Russian experience, the transition from the bourgeois chapter 
of the revolution to its socialist sequel was possible only through a 
violent process (collectivization and the first Five Year Plan). It re- 
mains to be seen whether the birth pains of socialism will be equally 
intense in the countries of eastern and southeastern Europe, or 
whether, aided by the USSR, they will be able to find a smoother 
road from capitalism to socialism. (In this connection the reader is 
referred to the two articles on the transition to socialism in eastern 
Europe by Dr. Otto Nathan in the May and June issues of Monthly 
Review.) 

Let us note, in conclusion, that the problems which confronted 
the peoples of eastern and southeastern Europe during the long period 
of stagnation, as well as the tasks which they are now tackling in 
their advance toward socialism, are common to all underdeveloped 
countries. They dominate social conditions in Latin America; they 
form the background of the gigantic transformation which is now 
taking place in China. It is not Soviet propaganda or plotting, but 
history itself, which drives with inexorable force toward socialism. 


THE ECE'S EUROPEAN ECONOMIC SURVEY 


BY AN ECONOMIST 


For the second consecutive year, the Research and Planning 
Division of the Economic Commission for Europe (a United Nations 
body) has published a detailed report on the European economic 
situation. The latest report (Economic Survey of Europe in 1948, 
International Documents Service, Columbia University Press, $2.50) 
is of the same high caliber as its predecessor (A Survey of the 
Economic Situation and Prospects of Europe} and provides a most 
valuable antidote to the propaganda reports on economic affairs that 
we get in the American press. Here, at last, are reliable and un- 
colored facts about the real situation in Europe. 


The Survey contains a wealth of data on production, employ- 
ment, prices, trade, planning, etc., from most of the countries of 
Europe. Careful readers will be able to make up their own minds 
on such highly important subjects as the results to date and the 
future possibilities of the Marshall Plan, the comparative rates 
of growth of capitalist and socialist Europe, the extent to which 
production and standards of living have attained pre-war levels, and 
many more. This is a report which, like its predecessor, deserves 
serious study and thought. 


The need for actually studying and thinking about these reports 
is all the greater since the high-powered American propaganda appa- 
ratus has not hesitated to try to bend them to its purposes. For 
example, it was widely put about that last year’s report showed the 
need for a strong Germany as an essential element in the rehabilita- 
tion of Europe as a whole. But a careful reading of that document 
will prove that it contains no such thesis, that on the contrary its 
central theme is that Europe can recover without a strong Germany 
in spite of the fact that German production bulked large in the pre-war 
European total. It points out how expanded production in the several 
countries, coupled with a growth of East-West trade, could enable 
Europe to recover even without a strong Germany, with its attendant 
politico-military dangers. Similar attempts have been made to distort 
the meaning of this year’s report. For example, a New York Times 
correspondent, by some neat quoting out of context, tries to convey 
the impression that this year’s report indicates the failure of planning 
in European economies. The unprejudiced reader of the original can 
easily convince himself that this is very far from the truth. 
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In these brief notes, we shall sample the information contained 
in this year’s report and analyze critically some of the ECE’s reason- 
ing. Needless to say, socialists (and others who want to form an 
intelligent judgment about the current international situation) should 
not regard such a review as a substitute for careful study of the 
original. 

The Survey contains chapters on production; prices, wages, and 
inflationary pressures; capital formation; international tr.de; plan- 
ning; and problems and prospects. In all chapters there is a wealth 
of statistics which, at the very least, cannot easily be found elsewhere. 
For the most part these statistical materials compare post-war years 
with 1938, a fact which greatly increases their intelligibility and 
usefulness. There are also appendices on statistical sources and meth- 
ods for students who want to make a deeper study. 


An underlying theme of the Survey is the importance to Europe 
of international trade. A high level of trade is regarded as crucial to 
Europe’s recovery and indispensable if the continent as a whole is 


ever to get itself on a fully self-sustaining basis. On p. 228, the 
authors write: 


In Europe, the size of the national economies is such that, 
in most cases, full advantage could be taken of the economies 
of large-scale production only through international specializa- 
tion in industrial development. 

This is, of course, true and important; but it is also probably 
true that the ECE experts have been led to overstress the problems 
of trade and to consider these problems too much in terms of a 
pre-war, and now outmoded, continental economic structure. They 
do not, indeed, actually set up 1938 or any other pre-war year as 
a norm or standard, but they do frequently comment on the extent to 
which trade relationships are reassuming their pre-war patterns. And 
yet in certain respects there is no reason to suppose that the pre-war 
patterns are relevant to present problems. For example, the chapter 
on investment shows that in practice a low priority is being given 
to investment in agriculture, though much of pre-war trade involved 
agricultural products. Or, again, the sections on the plans of the 
eastern countries show that very rapid industrialization is under way 
there. Here, surely, we have to do with trends which will permanently 
alter the pattern of European trade. The ECE experts could do with 
a little more imagination, or perhaps with a little more of the bold- 
ness of the socialist planners. 


Closely linked to their emphasis on trade is the authors’ warn- 
ing that there is little evidence of the kind of international coordina- 
tion of investment which would be essential if the various national 
economies are properly to complement one another in a long-run 
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trading pattern. But we are entitled to ask whether a complaint of 
this sort is not hopelessly unrealistic in view of the present relation- 
ship between a large number of the European countries and the 
United States. The refusal of the United States to license exports 
to the East, the politico-economic pressures brought to bear on 
western countries who do trade with the East, and the reliance of 
the western countries on the completely uncertain and unpredictable 
American capitalist economy—these are all factors which make 
ridiculous any talk of coordinating investment plans for Europe as 
a whole. On the other hand, there are certainly impressive possibilities 
of international courdination of investment in areas where socialist 
planning has already been established. A good example of this is 
the July, 1947, agreement between Poland and Czechoslovakia to coordi- 
nate their respective national economic plans. (It is only fair to 
say that some aspects of this agreement are briefly mentioned in the 
Survey.) 

While the Survey attaches too much importance to the problem 
of trade, it does reveal many highly interesting things about European 
trade and at the same time presents an invaluable collection of 
statistics. We find that European imports from non-European coun- 
tries in constant prices (1938 f.o.b.) are now larger than in 1938 and 
have been since 1947. On the other hand, real exports to non- 
European countries have just attained the 1938 level; while intra- 
European trade, though greater in 1948 than in 1947, had in the later 
year reached a figure only 69 percent of 1938. If we consider eastern 
Europe alone, however, the picture is very different. The eastern 
countries carried on a trade of $483 million (1938 prices) in 1948 as 
against only $168 million in 1938. Thus the real declines have come in 
trade among the western countries and in trade between the western 
and eastern countries. 


It is interesting and significant that the main factor in the great 
expansion of trade among the eastern countries has been the growth 
of trade between the USSR and its neighbors. Moreover, detailed 
examination of these statistics gives the lie to the frequent charge 
in the American press that the Soviet Union is bleeding its eastern 
European trading partners. We can read in Table 84 the following 
information regarding Soviet exports to and imports from six 
neighboring countries (Czechoslovakia, Poland, Rumania, Hungary. 
Yugoslavia, and Bulgaria) : 

Soviet Exports to the Six Countries 
(all prices in current f.o.b. $) 


1938 $7 million 
1947 192 
1948 355 
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Soviet Imports from the Six Countries 
(all prices in current f.o.b. $) 


1938 $14 million 
1947 
1948 25 ” 


This does not look like the kind of exploitation we are always 
hearing about. 


Aside from political factors, the low level of East-West trade is 
accounted for by the incomplete agricultural recovery in the East, 
shortages of capital equipment and other essential goods in the West, 
and lack of credit facilities to finance additional exports from West 
to East. But the picture is not entirely black. Trade agreements 
which have been negotiated in recent times point to an expansion 
of East-West trade in the form of food deliveries from the East in 
return for machinery and equipment from the West. In this connec- 
tion, it is worth noting that the ECE, in addition to reporting and 
analyzing the facts of the situation, has worked diligently to bring 
the countries of East and West together for the purpose of stimulating 
the flow of trade. For this good work the ECE is to be congratulated. 

Another point of interest that can be picked out of the Survey 
(Table 62) is that European countries generally have fared badly 
as a result of price inflation in the uncontrolled capitalist economies 
outside Europe. In 1948, import prices were 244 percent of the 
1938 level, while the figure for export prices was only 221 percent. 
In other words, there was a 10 percent increase in the cost of 
imports measured in terms of exports. The authors have also calcu- 
lated that the increase in the cost of imports in terms of exports, 
reckoned solely on the basis of United States prices, would have 
been 27 percent instead of 10 percent. We are led to wonder to 
what extent it would be legitimate to regard the Marshall Plan as 
a sop to cover up the uncontrolled price inflation which followed 
the irresponsible scuttling of OPA three years ago. 

The European problem of developing a self-sustaining, multi- 
lateral flow of trade did not seem to the ECE experts to be any 
nearer a solution at the end of 1948 than it was a year earlier. In 
fact, they note that the more substantial increases of 1948 were 
achieved through bilateral trading. It has right along been one of 
the strong points of ECE, almost alone among international organiza- 
tions, that it frankly recognizes the virtues of bilateralism, as 
opposed to the old-fashioned liberal system of multilateral free 
trade which the United States and other capitalist powers have 
elevated to the status of a holy relic which can accomplish miracles 
and against which no evil word must be spoken. Last year’s ECE 
report was even more outspoken than this year’s on this extremely 
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important subject, but this year’s shows scant respect for the 
sacred cows of the price system and their keepers who go about 
crying for free currency convertibility and an “equilibrium” set 
of exchange rates. This is not the place to go into all the arguments 
against the laissez-faire school of thought: suffice it to say that the 
Survey gives the standard and convincing refutation. 


The chapter entitled “The Progress of Planning” is perhaps 
the most interesting of all to socialists. Here we find separate 
analyses of the long-run and short-run plans of the western European 
countries, of the eastern European countries, and of the USSR. 
(It must be remembered that “planning,” as applied to the western 
countries, has a very restricted meaning. The western “plans” rep- 
resent a mixture of targets, forecasts, and programs, with the 
proportions varying in the different countries. On this subject, the 
reader is referred to the article by Charles Bettelheim in the July 
issue of Monthly Review. It is only right to add that “planning” 
has more substance in the countries under labor governments than 
in the other western countries. But this is a difference in degree 
only, whereas the difference between planning in the West and in 
the new regimes of eastern Europe is a difference of kind.) 


With regard to the short-run problem, the Survey studies the 
annual degree of plan-fulfillment in each of the countries for which 
data are available. On the whole, plans are being fulfilled, but 
there are exceptions in both western and eastern Europe. It is noted 
that if the Soviet Union maintains in the fourth year of its present 
five-year plan the same rate of increase that was achieved in the 
third year, the slogan calling for the completion of the five-year 
plan in four years will be realized. In some sectors of the economy, 
the plan will be overfulfilled and in some it will be underfulfilled; 
but on the whole the plan will be successfully completed, nothwith- 
standing its distinctly poor showing in the American press. 


In commenting on the long-run plans of the Marshall Plan 
countries, the ECE experts state that the outcome clearly rests on 
what action the United States decides to take to deal with its own 
balance of payments problem. Lacking knowledge of what the United 
States will do, these countries cannot make realistic or effective long- 
range plans; they cannot anticipate the export capacity of western 
Europe; they cannot foresee the solution of the “dollar shortage.” 
The paradoxical result is pointed out by the authors of the Survey 
on p. 222: 

The plans produced by the OEEC [Office of European Eco- 
nomic Cooperation} countries, in the absence of any guidance 
as to whether and at what level the United States would 
like to balance its own accounts, have accordingly proceeded 
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as far as possible along the only course more or less subject 
to their own control—that is, the maximum curtailment of 
imports from the United States and the development of sub- 
stitute production in Europe itself or in other non-dollar 
areas. The United States is thus in the strange position of 
financing a programme which is directed largely towards the 
reduction of its own exports. It faces the anomalous prospect 
that, by the end of the programme, it will have surpluses 
and excess production capacity in commodities for which it 
has helped (directly or indirectly) tc develop substitute 
sources of supply elsewhere; its own exports to Europe will 
be reduced below the depression-shrunk volume of 1938; and 
Europe nevertheless will still be short of dollars to cover its 
imports from the United States. 

It would seem that we can look forward to a second Marshall Plan, 

beginning in 1952 when the present one runs out. 


The main feature of the long-term plans of the eastern European 
countries is the extreme emphasis which they put upon rapid indus- 
trialization. The ECE tends to be critical of these plans on the 
ground that they concentrate investment in industries where output 
per worker is relatively high. This, it is claimed, will prevent in- 
dustrialization from providing sufficient employment to absorb the 
surplus agricultural population. Moreover, the emphasis on heavy 
industry is criticized because it means a sacrifice of present to future 
gains in living standards. Here, as in certain other parts of the 
Survey, the authors seem to be lacking in imagination and to under- 
estimate the potentialities of a socialist economy. A final criticism 
of the long-run plans of the eastern countries is that they do not 
take sufficient advantage of the possibilities of shifting from crop 
production to livestock production in order to get a more valuable 
agricultural output. The point is a good one, and it would be 
surprising if the eastern European planners do not take it increasingly 
into account as time goes on. For example, as Dr. Otto Nathan 
pointed out in the June issue of Monthly Review, in the new Polish 
plan “the emphasis in agricultural production will be shifted from 
grain growing to dairy farming and stock-breeding.” (p. 56) 


The United Nations Commission which prepared this Survey does 
not take orders from any one bloc of countries and fortunately can 
produce a hard-hitting, hard-boiled analysis of the facts of the Euro- 
pean situation. There is undobutedly a lesson in this. The full value 
of international organizations can only be realized if they are genuinely 
international in character and do not become subservient to the interests 
of one power or bloc of powers. We should be genuinely grateful 
for this Survey, both for the information it provides and for the lesson 
it teaches. Let us hope that there will be many more such reports in 
the years ahead. 
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MONTHLY REVIEW already has more subscribers than 
we expected to get by the end of the first full year 
of publication. We are now raising our sights. We 
have set ourselves the goal of tripling the present 
number of subscribers before the year is up next May. 


We want you to help us get these new subscribers. 
In exchange we want to help you build a library of 
basic socialist literature. 


We believe that these two objectives can be 
combined. 


We are therefore announcing the first of a series 
of combination subscription and book offers. 


Our first book offer is We, the People, by Leo 
Huberman, a history of the United States written from 
the socialist point of view. This book was a choice 
of the Left Book Club in Britain and of the Book Find 
Club in this country. A completely revised edition, 
bringing the story down to the end of World War II, 
was published by Harper's in 1947 at a price of $3.75. 


By taking advantage of our offer you can get a 
one year's subscription to Monthly Review, plus a 
copy of We, the People, for only $4.00 - a total 
saving of $2.75. 


Full particulars and an order form will be found 
on the back cover of this issue of MR. 


Watch for further book offers in future issues 
of Monthly Review. 
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continued from inside front cover 
such as churches and clubs, and finally by what is called “public opinion.” 
They range from a degree of social ostracism in the case of those whose in- 
come is relatively secure to loss of employment, destitution, and possibly 
starvation in the case of those who lack any guarantees of economic security. 

The existence of these penalties is, of course, nothing new. What is 
new is that they are more severe and more readily invoked than ever before, 
except possibly during the first two or three years after World War 1. We 
should never forget that the freedoms of the freest of capitalist societies are 
strictly limited and that there never has been a time when a person did not 
run the risk of suffering severely, and possibly even fatally, for saying and 
doing things that are perfectly legal and constitutional. Nor should we forget 
that the United States today is a very long way from being the freest of 
capitalist societies. 

As editors of a socialist magazine, we certainly cannot and do not forget 
these facts. That is why we are publishing and shall continue to publish 
anonymous articles. Authors know their own position and problems better 
than we do. If they ask to remain anonymous, we know they have good 
reason for doing so, and we shall respect their wishes. 


At the same time, we want to assure our readers that we shall not publish 
anything unless we know who the author is and have convincing reasons to 
believe that he or she is competent, serious, and worth listening to. We do 
not by any means agree with everything we publish — sometimes one of us 
doesn’t agree with everything in a signed article by the other — but we do 
think that everything we publish has real merit and deserves the thoughtful 
consideration of our readers. 

One final word. Of course, we would rather publish articles under the 
authors’ names. It is better that there should be a direct relationship between 
writer and reader. Moreover, we think that every one who is in a position 
to say openly what he has to say can set a good example and bring courage to 
others. We therefore urge authors who can do so without jeopardizing their 
livelihood, or impairing their usefulness to the cause of progress, to speak out. 
Where that is not possible, however, we will understand — and we hope our 
readers will, too. 
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